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TELECOMMUNICATIONS/Universal Service Vouchers

SUBJECT: Telecommunications Competition and Deregulation Act of 1995 . . . S. 652. McCain amendment No. 1276.

ACTION: AMENDMENT REJECTED, 18-82

SYNOPSIS: As reported, S. 652, the Telecommunications Competition and Deregulation Act of 1995, will amend
telecommunications laws and reduce regulations in order to promote competition in the telecommunications industry

eliminating barriers that prevent telephone companies, cable companies, and broadcasters from entering one another's mat

will also permit electric utilities to enter the cable and telephone markets. Judicial control of telecommunicationsghatlzyg in

the "Modified Final Judgment" regime, will be terminated.

The McCain amendmentwould require the Federal Communications Commission (FCC) to prescribe regulations within 2 yee
to require the provision of universal service through a voucher system. ("Universal service" refers to those telecommunica
services which the FCC decides all Americans should have access to at just, reasonable, and affordable rates.) Individual
incomes up to 200 percent of the poverty level would be eligible for vouchers which they would use to pay providers of unive
service telecommunication services.

Those favoringthe amendment contended:

The McCain amendment would abolish the massive regulatory scheme this bill will create to tax telecommunications comps
to subsidize the provision of "universal service" and would replace it with a voucher system to make such service psijalele to
who arguably cannot afford to buy it. The amendment would have two salutary effects--first, it would ensure that only people
need assistance would get it, and two, it would encourage competition. The first effect would be achieved by limititygfeligibili
vouchers to people whose income is no more than twice the level of poverty. Under the current patchwork of rate-avediggng sub:
which include long-distance access charges, subsidization of residential rates by business rates, and subsidizatitesddyrural r:
urban rates, no consideration is given as to whether particular subsidized ratepayers actually need subsidies. Thus, fee exam
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have rural ratepayers in inner-city slums paying for subsidies for ski lodges in Vale, Colorado. The McCain amendmeonis based
the premise that all the existing complex rate averaging formulas would be scrapped in favor of a direct voucher system. Poor
inner-city residents would no longer pay premiums; landed gentry would no longer receive subsidies.

The second benefit of a voucher system is that it would encourage competition by letting poor customers decide from whom they
would receive communications services. By way of analogy, when the Federal Government gives Food Stamps, it does not pay
Safeway to bag a specific list of groceries and deliver it to a poor person. Instead, that poor person receives Foodl $tasps, an
has a choice of which stores to go to and which foods to select. We imagine that Safeway would love to have the Govaéreament requ
that Food Stamp recipients buy only Safeway food, but other food stores would certainly cry foul. In effect, though, va& have th
situation today with telecommunications services, and we will still have it after this bill passes. The FCC will pick seixécsal
providers, and it will pay them to provide subsidized services. Other companies will not get the same payments, so they will be
a competitive disadvantage. Using a voucher system, though, would allow fair competition, which inevitable would lead to better
service and lower prices.

We are under no illusions as to the fate that will befall this amendment. Many companies have a vested interest in leeeping aliv
the current subsidy system. Further, the amendment proposes a radical departure from the current system, so many @egators are g
to wish to give the idea further consideration before passing it. Though going to a voucher system would prove benefieral to po
consumers and would improve competition, we imagine most Senators will oppose this amendment. We however, will vote in its
favor.

No arguments were expressed in opposition to the amendment.



